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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for 
Housing— Federal  Housing 
Commissioner 

24  CFR  Parts  203,  204,  213,  220,  221, 
234  and  235 

(Docket  No.  R-80-79S] 

Mortgage  Insurance;  Elimination  of 
Application  Fee 

agency:  Department  of  Housing  and 
Urban  Development  (HUD). 
action:  Interim  rule. 

summary:  These  regulations  will 
eliminate  the  application  fee  being 
charged  by  the  Department  on  single 
family  applications  for  mortgage 
insurance.  Commitment  extension  fees 
also  are  being  eliminated.  In  lieu  of  the 
Department  collecting  such  application 
fees,  these  regulations  permit  the 
mortgagee  to  collect  an  appraisal  fee 
and  inspection  fee,  if  required.  The 
lender  will  pay  the  fee  personnel 
directly.  Such  changes  will  enable  the 
Department  to  eliminate  numerous 
application  fee  billings  with  a  resultant 
substantial  decrease  in  costs. 

DATES:  Effective  date:  June  1, 1980. 
Comment  due  date:  June  9, 1980. 
address:  Written  comments  should 
refer  to  the  docket  number  and  date  and 
should  be  submitted  to  the  Rules  Docket 
Clerk,  Office  of  the  General  Counsel, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 
SW,  Washington,  DC  20410,  A  copy  of 
each  communication  will  be  available 
for  public  inspection  during  regular 
business  hours  at  the  above  address. 

The  proposal  may  be  changed  in  light  of 
the  comments  received. 

FOR  FURTHER  INFORMATION  CONTACT: 
John  J.  Coonts,  Acting  Director,  Single 
Family  Development  Division,  Office  of 
Housing,  Department  of  Housing  and 
Urban  Development,  Room  9270,  451 
Seventh  Street,  S.W.,  Washington,  DC 
20410,  (202)  755-6720  (This  is  not  a  toll- 
free  number). 

SUPPLEMENTARY  INFORMATION:  The 

Department  utilizes  a  substantial 
number  of  fee  appraisers  and  inspectors 
to  perform  appraisals  and  inspections 
on  single  family  properties.  Under  the 
present  procedure,  the  Department 
charges  the  mortgagee  an  application 
fee  to  cover  the  cost  of  processing. 

When  an  application  is  received  and  a 
fee  appraiser  makes  the  appraisal  or  a 
fee  inspector  makes  an  inspection,  if 
required,  the  Department  must  pay  these 


!  individuals  directly  for  their  services.  By 
eliminating  HUD’s  collection  of  an 
application  fee  and  HUD's  payments  to 
the  appraisers  and  inspectors  and 
adopting  a  procedure  whereby 
mortgagees  make  direct  payment  to  the 
fee  appraisers  and  inspectors  on 
individual  cases,  HUD  will  substantially 
reduce  the  number  of  application  fee 
billings  and  payments  to  these  fee 
personnel.  Such  a  reduction  in 
administrative  requirements  will  result 
in  substantial  cost  savings  to  the 
Department. 

To  accommodate  this  procedure,  the 
Department  proposes  regulatory 
changes  which  will: 

1.  Eliminate  the  payment  of 
application  and  commitment  extension 
fees  by  mortgagees  for  single  family 
properties. 

2.  Permit  the  mortgagee  to  collect 
appraisal  and  inspection  fees,  if 
required,  from  mortgagors. 

3.  Limit  mortgagee  collection  of 
appraisal  and  inspection  fees,  credit 
report  fees,  etc.,  to  the  amount  actually 
paid. 

HUD  has  determined  that  it  is 
essential  that  these  regulations  are 
adopted  on  June  1, 1980,  to  provide 
sufficient  time  to  accomplish  the 
necessary  staffing  modifications 
precipitated  by  this  change  prior  to  the 
start  of  FY 1981.  Since  the  effect  of  these 
revisions  was  taken  into  consideration 
in  the  development  of  the  FY  1981 
Budget,  it  is  imperative  that  all  changes 
associated  with  the  regulations  are 
concluded  prior  to  the  beginning  of  the 
fiscal  year.  The  June  1  date  provides 
HUD  with  a  reasonable  length  of  time  to 
incorporate  the  resulting  changes'while, 
at  the  same  time,  ensures  that  every 
effort  can  be  made  to  minimize 
disruption  for  affected  Field  Office  staff. 

Before  adopting  the  regulations,  the 
Secretary  is  providing  30  days  for 
submittal  of  public  comments.  If,  as  a 
result  of  comment,  the  Secretary 
determines  that  change  in  the 
regulations  is  appropriate,  their 
effectiveness  will  be  deferred  by 
publication  in  the  Federal  Register. 
Otherwise,  unless  deferred  by  such 
publication,  the  standards  will  become 
effective  without  notification  by  the 
Secretary  on  June  1, 1980. 

A  Finding  of  Inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  this 
Finding  of  Inapplicability  will  be 
available  for  public  inspection  during 
regular  business  hours  at  the  Office  of 
Rules  Docket  Clerk  at  the  address  set 
forth  above. 

This  rule  is  not  listed  in  the 
Department's  semiannual  agenda  of 


significant  rules,  published  pursuant  to 
Executive  Order  12044. 

Accordingly,  it  is  proposed  that  24 
CFR,  Chapter  II  be  amended  as  follows: 

PART  203— MUTUAL  MORTGAGE 
INSURANCE  AND  INSURED  HOME 
IMPROVEMENT  LOANS 

§203.12  [Reserved] 

1.  By  revoking  and  reserving  §  203.12. 

2.  By  revoking  and  reserving 
paragraph  (a)(1),  revising  the 
introductory  language  of  paragraph 
(a)(3),  revising  paragraph  (a)(3)(v)  and 
adding  a  new  paragraph  (a)(3)(vi)  in 

§  203.27  as  follows: 

§  203.27  Maximum  charges,  fees  or 
discounts. 

(a)  *  *  * 

(1)  [Reserved] 

(2)  *  *  * 

(3)  Reasonable  and  customary 
amounts,  but  not  more  than  the  amount 
actually  paid  by  the  mortgagee,  for  any 
of  the  following  items: 
***** 

(v)  Fees  paid  to  an  appraiser  or 
inspector  approved  by  the 
Commissioner  for  the  appraisal  and 
inspection,  if  required,  of  the  property. 

(vi)  Such  other  reasonable  and 
customary  charges  as  may  be  authorized 
by  the  Commissioner. 
***** 

3.  By  revising  paragraph  (b)(5)  and 
revoking  and  reserving  paragraph  (j)  in 
§  203.43. 

§  203.43  Eligibility  of  miscellaneous  type 
mortgages. 

***** 

(b)  *  *  * 

(5)  Executed  in  connection  with  the 
sale  by  a  State  or  municipality,  or  an 
agency,  instrumentality,  or  political 
subdivision  of  either,  of  a  project 
consisting  of  any  permanent  housing 
(including  any  property  acquired,  held 
or  constructed  in  connection  therewith 
or  to  serve  the  inhabitants  thereof), 
constructed  by  or  on  behalf  of  such 
State,  municipality,  agency, 
instrumentality  or  political  subdivision, 
for  the  occupancy  of  veterans  (persons 
who  have  served  in  the  active  military 
or  naval  service  of  the  United  States  at 
any  time  on  or  after  September  16, 1940, 
and  prior  to  July  26, 1947,  or  on  or  after 
June  27, 1950,  and  prior  to  February  1, 
1955)  their  families  and  others:  Provided, 
That  the  principal  obligation  of  a 
mortgage  referred  to  in  this  paragraph 
shall  not  exceed  90  percent  of  the 
appraised  value  of  the  mortgaged 
property:  or 
***** 


Federal  Register  /  Vol.  45,  No.  91  /  Thursday,  May  8,  1980  /  Rules  and  Regulations 


30603 


(j)  [Reserved] 

***** 

4.  By  revoking  and  reserving 
paragraph  (c)  and  revising  paragraph  (d] 
of  §  203.44  as  follows: 

§  203.44  Eligibility  of  open-end  advances. 
***** 

(c)  [Reserved] 

(d)  The  mortgagee  may  charge  the 
mortgagor  a  fee  not  to  exceed  $25  or  1 
percent  of  the  open-end  advance, 
whichever  is  the  lesser,  and  the  amount 
of  out-of-pocket  expenditures  made  by 
the  mortgagee  for  customary  costs  of 
title  search  and  recording  fees.  The 
mortgagee  may  require  the  mortgagor  to 
pay  to  the  mortgagee  all  charges 
permitted  under  this  section  on  or  prior 
to  the  date  of  final  disbimsement  of  the 
open-end  advance,  together  with  a  sum 
sufficient  to  pay  the  initial  insurance 
charge  provided  for  in  §  203.307.  No 
portion  of  such  charges  may  be  included 
in  the  principal  amount  of  the  open-end  . 
advance. 

***** 

§  203.60  [Reserved] 

5.  By  revoking  and  reserving  §  203.60. 

6.  By  revoking  and  reserving 
paragraph  (a),  revising  the  introductory 
language  of  paragraph  (c),  revising 
paragraph  (c)(5)  and  adding  a  new 
paragraph  (c)(6)  in  §  203.100  as  follows: 

§  203.100  Charges  and  fees  to  lender 
from  borrower. 

***** 

(а)  [Reserved] 

***** 

(c)  Amounts  for  Other  Items. 
Reasonable  and  customary  amounts,  but 
not  more  than  the  amount  paid  by  the 
mortgagee  for  any  of  the  following 
items: 

*  *  *  ^  *  *  ‘ 

(5)  Fees  paid  to  an  appraiser  or  • 
inspector  approved  by  the 
Commissioner  for  the  appraisal  and 
inspection,  if  required,  of  the  property. 

(б)  Such  other  reasonable  and 
customary  charges  as  may  be  authorized 
by  the  Commissioner. 

PART  204— COINSURANCE 

§  204.1  [Amended] 

7.  By  deleting  from  §  204.1,  “§  203.12 
Application  and  commitment  extension 
fees.” 

8.  By  revising  §  204.4  to  read  as 
follows: 

§  204.4  Appraisal  and  inspection  fees. 

When  the  mortgagee  determines  the 
appraised  value  of  the  property,  the 


eligibility  of  the  property  for  insurance, 
and  the  maximum  amount  which  may  be 
insured,  the  mortgagee  may  collect  from 
,  the  mortgagor  for  its  own  use  a  fee  not 
in  excess  of  the  appraisal  fee  and 
inspection  fee,  if  required,  provided  in 
§  203.27(a)(3)(v). 

PART  213— COOPERATIVE  HOUSING 
MORTGAGE  INSURANCE 

9.  By  revoking  and  reserving 
paragraph  (c)  and  revising  paragraph  (d) 
in  §  213.530  as  follows: 

§  2 1 3.530  Eligibility  of  open-end 
advances. 

***** 

(c)  [Reserved] 

(d)  The  mortgagee  may  charge  the 
mortgagor  a  fee  not  to  exceed  $25  or  1 

■  percent  of  the  open-end  advance, 
whichever  is  the  lesser,  and  the  amount 
of  out-of-pocket  expenditures  made  by 
the  mortgagee  for  customary  costs  of 
title  search  and  recording  fees.  The 
mortgagee  may  require  the  mortgagor  to 
pay  to  the  mortgagee  all  charges 
permitted  under  this  section  on  or  prior 
to  the  date  of  final  disbursement  of  the 
open-end  advance,  together  with  a  sum 
sufficient  to  pay  the  initial  insurance 
charge  provided  for  in  this  part.  No 
portion  of  such  charges  may  be  included 
in  the  principal  amount  of  the  open-end 
advance. 


PART  220— URBAN  RENEWAL 
MORTGAGE  INSURANCE  AND 
INSURED  IMPROVEMENT  LOANS 

§  220.1  [Amended] 

10.  By  deleting  from  §  220.1(a)  “203.12 
Application  and  commitment  extension 
fees”  and  “203.27  Maximum  charges, 
fees  and  discounts.” 

§  220.2  [Reserved] 

11.  By  revoking  and  reserving  §  220.2. 

§  220.50  [Reserved] 

12.  By  revoking  and  reserving  §  220.50. 

PART  221— LOW  COST  AND 
MODERATE  INCOME  MORTGAGE 
INSURANCE 

13.  By  revoking  and  reserving 
paragraph  (d)  in  §  221.60. 

§  221.60  Eligibility  requirements  for  low 
income  homeowners. 
***** 

(d)  [Reserved] 

***** 

14.  By  revoking  and  reserving 
paragraph  (c)  in  §  221.65. 


§  221.65  Eligibility  requirements  for  low 
and  moderate  income  purchaser  of  family 
unit  In  condominium. 
***** 

(c)  [Reserved] 

***** 

PART  234— CONDOMINIUM 
OWNERSHIP  MORTGAGE  INSURANCE 

§  234.13  [Reserved] 

15.  By  revoking  and  reserving  §  234.13. 

16.  By  revising  the  introductory 
language  of  paragraph  (a)(2),  revising 
paragraph  (a)(2)(v)  and  adding  a  new 
paragraph  (a)(2](vi)  in  §  234.48  as 
follows: 

§  234.48  Maximum  charges,  fees  or 
discounts. 

(a)  *  *  * 

(1)*  *  * 

(2)  Reasonable  and  customary 
amounts,  but  not  more  than  the  amount 
actually  paid  by  the  mortgagee,  for  any 
of  the  following  items: 
***** 

(v)  Fees  paid  to  an  appraiser  or 
inspector  approved  by  the 
Commissioner  for  the  appraisal  and 
inspection,  if  required,  of  the  property. 

(vi)  Such  other  reasonable  and 
customary  charges  as  may  be  authorized 
by  the  Commissioner. 
***** 

17.  By  revoking  and  reserving 
paragraph  (c)  and  revising  paragraph  (d) 
in  §  234.70  as  follows: 

§  234.70  Eligibility  of  open-end  advances. 
***** 

(c)  [Reserved] 

(d)  The  mortgagee  may  charge  the 
mortgagor  a  fee  not  to  exceed  $25  or  1 
percent  of  the  open  end  advance, 
whichever  is  the  lesser,  and  the  amount 
of  out-of-pocket  expenditures  made  by 
the  mortgagee  for  customary  costs  of 
title  search  and  recording  fees.  The 
mortgagee  may  require  the  mortgagor  to 
pay  to  the  mortgagee  all  charges 
permitted  under  this  section  on  or  prior 
to  the  date  of  final  endorsement  of  the 
open  end  advance,  together  with  a  sum 
sufficient  to  pay  the  initial  insurance 
charge  provided  for  in  Subpart  B  of  this 
part.  No  portion  of  such  charges  may  be 
included  in  the  principal  amount  of  the 
open  end  advance. 

PART  235— MORTGAGE  INSURANCE 
AND  ASSISTANCE  PAYMENTS  FOR 
HOME  OWNERSHIP  AND  PROJECT 
REHABILITATION 

§  235.1  [Amended] 

18.  By  deleting  from  §  235.1  “203.12 
Application  and  commitment  extension  ' 
fees.” 
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§235.7  [Reserved] 

19.  By  revoking  and  reserving  §  235.7. 

20.  By  revoking  and  reserving 
paragraph  (b)  in  §  235.45. 

§  235.45  Eligibility  requirements  for 
purchase  from  rehabilitation  sales  project. 
***** 

(b)  [Reserved] 

***** 

(Section  211  of  the  National  Housing  Act  (12 
U.S.C.  1715b)) 

Issued  at  Washington,  DC,  on  April  16, 
1980. 

Lawrence  B.  Simons, 

Assistant  Secretary  for  Hausing,  Federal 
Housing  Commissioner. 
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